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Dear Sir or Madam:

Enclosed as late-filed exhibits in this matter are the original and 13 copies of (1) the
Garkane Energy Cooperative, Inc. Application for Authority to Issue Securities before the Public
Service Commission of Utah and (2) the Report and Order of the Public Service Commission of
Utah Approving Issuance of Securities issued November 2, 2007.

Very truly yours,

GALLAGHER & KENNEDY, P.A.
By:

Michael M. Grant

MMG/plp
10703-3/2084073

Enclosures

cc (w/enclosures):  Judge Sarah Harpring, Hearing Division (delivered)
Kevin Torrey, Legal Division (delivered)

Original and 15 copies filed with Docket
Control this 14™ day of April, 2009.
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GARKANE ENERGY

BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH

In the Matter of the Application of

) DOCKET NO.
Garkane Energy Cooperative, Inc. )
for Authority to Issue Securities ) VERIFIED -
‘ ‘ ) APPLICATION FOR APPROVAL
) OF ISSUANCE OF SECURITIES
)

Applicant Garkane Energy Cooperative Inc., (“Garkane”) hereby submits this application
for authority to issue securities in the form of a Secured Promi‘ssory Note and long-term Loan
Agreement, together with related financing statement, and hereby requests an Order authorizing
Garkane to issue securities in conjunction with a long-term loan facility and associated Secured
Promissory Note in the amount of approximately $15,000,000.00 (the “Long-Term Loan
Facility”). Garkane hereby requests Informal Adjudication of the Application under R746-1 10,
Rules of thé Public Service Commission, and hereby represents that the Application is
anticipated to be unopposed and uncontested.

Garkane ‘hereby further requests expedited consideration of the Application on the
grounds that Garkane's existing Line of Credit is expected to be inadequate to its anticipated
needs for working capital and other financing requirements sometime no later than October 31,
2007’ and that sufﬁcient advance time will be needed prior to that time to provide necessary
evidence to Garkane’s secured creditor that the necessary apprové,l(s) have been obtained to give ‘
effect to the Long-Term Loan Facility.
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Finaﬂy; QGarkane hereby requests a waiver by the Commission of the 20-day tentative
period undcr R746-110 2 for good cause shown on the basis that the Long-Term Loan Facility,

in order to ‘,wde ‘maximum protection and flexibility to Garkane must be final and fully

enforceable in fall force and effect at all times without being subject to any appeal or protests in
order to allow G'arkane to draw upon the Long-Term Loan Facility in a timely manner and to
thereby avoid énfygpuwntial loss(es) or hardship(s) that would otherwise be occasioned, and to

take advantage affrélatively better payment options and repayment terms than would otherwise

apply under the existing working capital line of credit.

Background. |

: A InOctober, 1996, Garkane entered into a working capital Line of Credit with its
creditor, the National Rural Utilities Cooperative Finance Cooperative (“CFC”) which provided,
among other thmgs, for a secured line of credit in the amount of $2,000,000.00 which can be
used for general cdrporate purposes (the “Existing Line of Credit”). The Commission gave
Garkane a@thdrizatio@ to enter into and to secure the Existing Line of Credit pursuant to its
Report and Order daxed July 3, 1996 in Docket No. 96-506-01. Garkane has not drawn on the
Existing mepf Credit to date, but as described more fully below, Garkane will have an urgent
need to access a 10;!g~term financing source beginning in the next very short period of time. A

copy of the Existing Line of Credit is submitted herewith.

2. ’ In técg‘:;&t months, Garkane has undertaken a number of pmjec{s which will
upgrade anﬁvvmpiace aging utility plant and equipment, extend facilities for the delivery of

electric power and service within Garkane’s service area. Garkane has already begun to




‘thatits ﬁnancmg requirements will exceed the existing $2,000,000 as soon as within th
60 days.

expenanced substantial growth both in the number of members which it now serves and the

volume of elccinczty which it purchases, produces, and delivers to its miembers. A num" rof

3 In addition, Garkane is actively considering, and has entered mtopte ina

' in‘vesﬁgétioﬁ into, possible acquisition of some or all of certain electric distn“butiéii sYStem assets

~ currently owned by municipal utility systems located in areas where Garkane alrcady provxdes

service. Although no definitive decision has yet been made to make any such acqmsxtxon, shouldfk

such an acqmsmon take place, depending on the facts, circumstances, terms and/or f;ndxhons, =

Garkane would be required to obtain additional financing source(s) to support

acquisition.
4, Garkane has negotiated with CFC to supplement the Existing

the Long—'l?ezm Loan Facility, which will enable Garkane to draw: up to $1 5_ 0 ), 003 0@'

repay such amounts on a long-term basis for the following purposes:
a) For Garkane’s four (4) year electric work plan; plus;

b) For the potential acquisition (the “Potential Acquisition™) of certain electric

i -
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facxhues 1dcnt1ﬁed in Scheduie/ 1 to the’ Long-Term Loan Facility, whmh are

located within area(s) currentl cemf cated to be served by Garkane. -

Garkane does not intend 10 complete any portiéﬁ»f'bf the Potential Acquisition unless and until: (T)
all necessary approvals havebeen obtained for such acquisition; and (ii) Garkane’s Governing
Board approves all the maferial terms and conditions of any such Potential Acquisition. A copy
of the Long-Term Loan Facility, including the Secured Promissory Note and the UCC-1
Financing Statement,each in substantively final form, is submitted herewith. Garkane will
supplement this ﬁhng’mth fully executed copies of all relevant documents in their final form as
they are completed

5. ’I’he xeievan’t terms of the Long-Term Loan Facility are as set forth: themn, and
primarily includeu the following:

a) The maximum amount of borrowing authorized under the terms of the Long-Term

acility will be approximately $15,000,000.00;
(®)  The initial term of the Long-Term Loan Facility will be forty (40) years from the

f the Secuired Promissory Note to be executed and delivered by Garkane to

videnéef{thc Long;chtm Loan Facility (the “Maturity Date”);

(c) The amomzauanpmod of eaéh Advance under the ReplacementFacxﬁtyvnH be
thirty-five (35) years, unless spemﬁed otherwise in writing at Garkanes election
at the tlmc of each such Advance; provided that in no event méy the Amortization
period for anyAdvance extend beyond the Maturity bate;

(d  The initial penod under which Advances may be made will be for five (§) years
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“(e) Long-Term Loan Facility, Garkane may designate -

= the relevant rate of interest will be such fixed

publishes and notifies Garkane in advance are offered

ant to EFC”’S policiés.‘and procedures then in effect. For those portions of
Advaumwhwh@arkane elects a Variable Rate, the relevant rate of interestvwill
be the rate ‘éstabliSﬁed by CFC for variable interest rate long-term loans similarly
classifisd possiit 15t long:term loan programs established by CFC from time
to time. |

(O  The lnng-Term Loan Fécﬂity will be secured by a first-lien mortgage on
Garkane's electric system and assets.

(® Payme’zifs"linder the Long_-’fl‘énn Loan Facility will be due quarterly in February,

May, August;.: and | ember, pn]l”ess agreed otherwise between the parties. All
ammmts tstandmgand unpmdas of the Maturity Date will be due and payable

onthe  Date,

Loan Facility is the best available means

avaﬂa‘bietoGaxkanete acquire and to maintain the necessary financial working capital for its

((((((

operational needs, and will provide a vital source of funding in the event of liquidity needs for




debt service or ongoing operations. Garkane considered other reasonable alternatives to the
.LongéTjérrm Loan Facility, including making draws from the Existing Line of Credit. The terms,
opticn’:fs{,'}?aiiﬁ available rates available for long-term financing under the Long-Term Loan Facility
are matarially better, and more advantageous to Garkane, than the temis of repaﬁﬁzmt for draws
submxtted under thé Existing Line of Cmﬁt. The Garkane Board of Directors approved and
authorized the Inng-Tefm Loan Facility at its regularly scheduled board meeting held July 30,
2007.»;,\P’6rtions of the Minutes of the regularly scheduled Garkane Board meeting approving the
Long-Term Loan Facility are submitted herewith.

7., The proposed Long-Term Loan Facility is for lawful objects within Garkane’s
proper corporate purposes, are compatible with the public interest, are necessary or appropriate
foror consmtent with the proper performance by Garkane of its services as a public utility, will
not nnpaerarkane' s ability to perform those services, and are reasonably necessary or

‘appropriate for those purposes.

8. Garkane respectfully requests an Order from this Commission approving the

issuance of the Garkane Guarantee and related transactions on or before September 30, 2007,




T W
: several weeks in advance of Garkane’s anticipated need to draw funds thereon.
P  DATED this ___™ day of August, 2007.
| David F. Crabtree
. orney for Applicant ,
" Garkane Energy Cooperative, Inc.
10714 South Jordan Gateway, Suite 300
South Jordan, Utah 84095
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Report and Order to give effect to the Loﬁg-Te,rm Loan Facility in tfmély‘faéhiéﬁf’
Applicant requested a waiver by the Commission of the 20-day tentaﬁﬁ period unde
2 for good cause shown on the basis that the Long-Term Loan Faciﬁ&‘,in drd& to pfbvide
maximum protection and ﬂexiblhty to Applicant, must be final and ﬁzlly enfomeable in full ’
and effect at all times W‘ithout being subject to any appeal or protests in ordcr to-allow Apphcant : ’

to meet its anticipated financing needs.

Applicant has submitted copies of the relevant documents,c&mﬁed and veﬁﬁed

 pursuant to the Verified Application, and other information to establish the facts pertinent to the

Application.
On October 25, 2007, the Division of Public Utilities filed a memorandum
detailing its investigation of the Application and recommeﬁding approval of the same.

Since no meritorious opposition has been raised, and Applicant has made ¢ ut its

prima facie case in support of the Application, there appears no reason to' conye;

heariﬁg on the matter. Aécordingly, the Commission, having been fully advxsedm the preméses,

enters the following Report, containing Findings of Faci, Conclusions of Law, 'a'nd.the Order

based thereon.

EINDINGS OF FACT
1. In October, 1996, Applicant entered into a $2,000, 000.00 lme of credit (the '
“Existing Line of Credit”) with the Natxonal Rural Utilities Cooperative Fmance Corporanan
(“CFC™) which can ‘be used for general corporate purposes. The Comnmmon gawe Apphcant

authorization to enter into and to secure the Existing Line of Credit pursuant to its Report and
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Order dated July 3, 1996 in Docket Né. 96-506-01. Applicant states it has not drawn

Existing Line of Credit to date.

2. In recent months, Aﬁp}icant has undertaken a number of capital impm}f;:zﬁ
projects which will upgrade and replace aging utility plant and equipment, and extend facilities
for the delivery of electric power and service within its service area. Applicant has ah'eady
begun to construct additional facilities to increase the reliability of the system and repre
it will require additional source(s) of long-term financing to sustain these projects as
othér planned itaprovements. Applicant represents that its financing requirements in the
four years will easily exceed thc $2,000,000 that would be available to it under the Extsim
of Credit, and anticipates that its financing requirements could exceed that amount as oon as
within the next 30-60 days.

3., TheLong-Term Loan Facility will supplement the Existing Line of Credi
can be used as an additional source of funds required for Applicant’s electric work pl
Applicant may choose to make use of it. The Long-Term Loan Facility can aiso be used
source of ﬁnancmg for poten’ual acquisition(s) of portions of electnc distribution assets ¢
owned by mummpal systems in Utah and Arizona located in areas cun-ently certifica to 'be
served by Apphcant, but wﬂl only be used for such purposes if and when: (i) all r

necessary approvals have been obtained to complete any such acquisition(s); and (if)

Board of Directors has approved all material terms and conditions to any such acquis

4, The relevant terms of the Long-Term Loan Facility primarily include the

following:
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a. The maximum cumulative amount of borrowing (each such borrowing an
“Advance’ ) authnnzed under the terms of the Long-Term Loan Fac1hty will be apprommately
$15,000,000. 00; ’

b T&w mmal term of the Long-Term Loan Facility will be forty (40) years ﬁf@m the ;
date of the Sﬁcure& Promssory Note to be executed and delivered by Applicant to CFC to ‘
evidence the Lang-Tcrm Loan Facility (the “Maturity Date™);

¢ The amortization period (“Amortizaﬁon Period”) of each Advance underthe

Replacement Facility will be thirty-five (35) years, unless specified otherwise in writing at
- Garkane’s election at the time of each such Advance; provided that in no event will the

“Amortization peribd for any Advance extend beyond the Maturity Date;

d The initial penod under which Advances may be made will be for five (5) years
from the date of the Long-Term Loan Facility;

e Foreach Advance under the Long-Term Loan Facility, Applicant may d%lgnate
either a leed or a Variable interest rate For those portions of Advances which Apphcant elects
a Fixed Rate, the(relzvant rate of interest will be such fixed interest rate(s) that CFC publishes .
and \ﬁéﬁﬁes Appﬁmt in advance are offered from time to time for CFC’s loans i:o its members
which amhsimil_ar/iygias_siﬁed pursuant to CFC’s policies and procedures then in effect. For -
those portions of 'Aﬁvances; which Applicant elects a Variable Rate, the relevant rate of interest

Wﬂl be the rate established by CFC for variable interest rate long-term loans similarly classified:

pursuant to the long-term loan programs established by CFC from time to time.




Apphcm ztates it has analyzed and considered various altcmanves to the

| proposed Lonfge'l'g;'m I;Qﬁﬁ Facility, including accessing funds available under the Existing Line
of Crcdit. The tarms, options, and rates available for long-term financing under the Long—Term
Lbo'an; Facility arematenally better, and more ad&anfageous to Applicant, than the terms of
- repayment for draws submmed under the Existing Line of Credit. Applicant has represented that
the proposed Ldng-’l‘eﬁnz‘I;Oan Facility represents the best available means available to
Apphca.nt to acqmre 8 ﬂexible financing source for ongoing capital projects as well as a potenual
source of ﬁnancmg for futurc acqmsmons of certain municipal power systems, should such
acquxsmons occur. The ang-Term ann Facility was approved by Applicant’s Board of
Trustees at a regularly scheduled meeting of tﬁc board during July, 2007. -
CONCLUSIONS OF LAW
I T Itismthe pu;bhc interest to convert this matter to an informal proceeding,

pmsuant to § 634670-4(3), Utah Code Annotated 1953, as amended.

2. Apphcant as a pubhc utility subject to the jurisdiction of this Commission.

3. This Commission has jurisdiction over the Application pursuant to the provisions
of § 54-4-31(1), UCA 1953, as amended. |




5. ';:hf ”iﬁﬁriﬁtyw’g%ﬁ%edhmin is effective the date of this Order.

Pu*rsuant fo U’(ah Code §§63-46b—12 and 54-7-15, agency review or rehcatmg of

thlz thex may be obhaltwd by ﬁhng a request for review or rehearing with the Commission .




1.

rebearing must be filed within 15 days of the filing of the request for review or reheanng If the

i ot within 30 days after the effective date 6f the order. Responses to a request for agéﬁcy reviewor -
,Commssxon fails to grant a request for revzew or rehearmg within 20 days after the ﬂlmg ofa
request for review or rehearing, it is deemed denied. .Tudimal review of the Comn:nssmn § ﬁnal
" agency action may be obtained by ﬁhng a Petition for Review with the Utah Supreme Court
within 30 days after final agency action. Any Petition for Review must ccmply vnth the .
requirements of Utah Code §§63-46b-14, 63-46b-16 and the Utah Rules of Appeiiate Procedm‘e

DATED at Salt Lake City, Utah, this 2™ day of November, 2007.

/s/ Ric Campbell, Commissi
! 1 issi

- Attest:

{g/ Julie Orchard

Commission Secretary
GH55204
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